wrméma, cut in 38 mm:&om bond m% was %mpm,mmo,

By KATHERINE GREGG &%vwﬁmﬁg 1o Pannone Lopes Deve- Mullin Richter @ngﬁoﬁﬁgmgm&mm
JOURNAL STATE HOUSE BUREAU reaux & West as local counsel to the as «special intellectual property counsel”
PROVIDENCE — A gaggle of lawyers “placement agent.” to the EDC, and $2,500 to Bernstein Shur

from Cranstonto Los Angeles —including The lawyers involved in the bond sale inPortland, Maine, as counsel to the trust-
aformer Rhode Island lieutenant governor approved by the EDC when Republican  ee, according to information provided in ,
— shared close to $545,650 in payments - Gov. Donald Carcieri chaired the board in- recent days by the EDC. :
fromthe state-backed sale of $75 millionin cluded: former Republican 1t. Gov. Ber- Newly released documents name other
taxable revenue bonds for former Red Sox pard Jackvony at Pannone Lopes Deve- law firms involved in the sale of the $75-
pitcher Curt Schilling’s collapsed video- reaux & West, according to recently re- million bond, but it is not yet clear how
game venture, 38 Studios. , leased EDC documents. . mouch they were paid, by whom, and from
The local payments from the 2010 bond At Taft & McSally, E%Eoﬁ%&ﬁowmn which pool of money. They include lawyer

* gale included $124,790 to Adler Pollock & Murray, 2 chief of staff to another former Ellen Corneau at Edwards Angell Palmer

Sheehan, as legal counsel to the Rhode Is-. Republican governor, Edward D. DiPrete. & Dodge as “special counsel” to the “obli-
land Economic Development Corpora- . At Adler Pollock, they include the gorsand guarantors’ who, in this case, in-
tion; $36,990 to Taft & McSally as the EDC’s longtime legal adviser, Robert clude 38 Studios, 38 Studios Baltimore,
state’s disclosure counsel; $120,620 to First Stolzman, and at Moses & Afonso, law- ~Mercury Project and a “Special I Subsid-
Southwest Company as financial adviser yers Antonio Afonso Jr. and Paul M. Har- EQ.,. ,
to the EDG; $190,000 to Moses & Afonso  ley. , . xm..mmw@u_‘oﬁam:n&o:_ﬁm_.nos._
as bond counsel to the EDC; and a $12,250 Another $58324 went to Sheppard  (a0)277-7078
pZ : :
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‘ o e THE PROVIDENCE JOURNAL / STEVE SZYDLOWSKI
Sen. Juan Pichardo, a member. of the Senate Finance Cdmmittee,, looks.over the budget
passed by the House of Representatives early Friday morning after last-minute debate.

‘New tolls, taxes included in proposal

By RANDAL EDGAR,
KATHERINE GREGG

and PHILIP MARCELO
JOURNAL STATE HOUSE BUREAU

' ' PROVIDENCE
n $8.1-billion state budget that ex-
pands the sales tax, hikes the ciga-
rette tax and opens the door to
tolls on the Sakonnet River bridge
" moved one step closer to passage Friday
despite complaints that the tolls and taxes -
will send shoppers and tax dollars to neigh-
boring Massachusetts. L

Senate Finance Committee members
" yoted 8 to.0, with one abstention, to recom-
mend - passage of the proposed ' budget,
which also recasts the state’s education hi-'
erarchy by creating a single new 11-mem-
ber committee to oversee elementary, sec-
ondary and higher education.

Committee members needed all of about
40 minutes to discuss the tax and spending
plan — approved by the House about 12
hours earlier after a marathon session that
began Thursday afternoon and ended at
3:38 a.m. Friday morning. '

1 % 4. mmcmdmaand
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axes.

Schilling, the former Bos-
o Red Sox pitcher who told
he Providence Journal last
reek -that he launched the
ompany with dreams of be-
oming “Bill Gates rich,” said
e stands to lose $50 million
- “everything I-have.” Court
lings show that he owned
2.9 percent of 38 Studios.
Things had grown so des-
erate last winter that 38 Stu-
los turned to Rhode Island
Im tax credits to stay afloat.
hat led to $8.5 million in
ans early this year from
ank Rhode Island, secured
7 anticipated tax credits that
id yet to be issued — and
il have not been.

Those loans, revealed by
1e Journal Saturday, have
wght the eye of law enforce-
ent.

“The Rhode Island State
llice, the Rhode Island attor-

'y general, the U.S. Attorney

d the FBI are working to-
ther investigating the activ-
es that have recently come
Light at 38 Studios,” said
)l. Steven G. O’Donnell,
ite police superintendent.

The investigation, O’Don-
1l said, revolves around the
5 million in state bonds for
* company, as well as the
nk RI loans of $1.5 million
January and $7 million in
Baary.

-ronha, confirmed that federal
prosecutors and the FBI are
coordinating with the state
police regarding 38 Studios.
He declined further comment.

The president and CEO of

Bank RI, Mark Meiklejohn,
said his institution has not re-
ceived a subpoena for any re-
cords regarding the loans.

“We have not yet been con-
tacted by law enforcement,”
said Meiklejohn. “Certainly,
we will cooperate.”

Meiklejohn declined fur-

- ther comment on a “customer

matter” when asked why

- Bank RI'would make such po-

tentially risky loans, which
were secured by $14.3 million
in anticipated state film tax
credits that have never been
issued.

As additional collateral for
the $7-million loan, the bank
also received a personal guar-
anty from Schilling, backed
by a gold-coin collection val-
ued at up to $5.5 million.

Michael Corso, the film tax-
credit broker who borrowed
the $8.5 million from Bank RI
and loaned it to 38 Studios for
operating capital, appears in
bankruptcy papers-as both a
creditor and someone who
was paid an unspecified
amount for various services.

Jim Martin, m.mvo_AmmEm: ,
for U.S. Attorney Peter F. Ne- -

.

" THE PROVIDENCE ;chz.>_. / CONNIE GROSCH

Governor Chafee holds a news conference ._..:E‘mamV\ at the

State House to announce that 38 Studios had filed for Chapter -

7 bankruptcy in Delaware.

- Corso, a Providence lawyer

who brokers tax-credit deals
across the country and recent-
ly attended the Cannes Film
Festival in France, also is a
friend of Fox and was instru-
mental in brokering 38 Stu-
dios’ move to Providence as
the company’s paid lawyer.
Early in 2010, Corso helped
arrange a pivotal meeting be-
tween Fox and Schilling in his
downtown Providence law of-
fice. That led Fox and his ally,
then House Finance Chair-
man Steven Costantino, to
add $75 million to a $50 mil-
lion job guarantee loan pro-
gram that was approved by

the legislature.
Rank-and-file legislators
say they didn’t know the $75

million was ticketed for 38
Studios until summer 2010,
when the Rhode Island Eco-
nomic Development Corpora-

tion approved the sale of $75 .

million in taxpayer-backed
bonds for Schilling’s compa-
ny. The loan was controver-
sial, but pushed by then-Gov-
ernor Carcieri, who early in

2010 had broached the idea to
Schilling at a fundraiser hon-
oring World War II veterans
at Schilling’s home.

According to ‘bankruptcy
papers, 38 Studios owes Cor-
so $77,600, and also owes his
Preservation Credit Fund
$11.5 million for the anticipat-
ed Rhode Island tax credits he
used as security for the Bank
Rl loans early this year.

The bankruptcy filing also
reports other financial ties
with Corso in a 13-page list of
contracts and leases. Among
them: a July 1, 2010, engage-
ment letter for Corso’s Kings-
ton Capital Group; a Nov. 7,
2011, developer services
agreement for his Orb Devel-
opment; a Dec. 7, 2010, per-
sonal engagement letter; and
a Jan. 1, 2011, consulting
agreement with Corso’s
Kingston Capital. The papers
do not say how much he was
paid, and Corso did not return
calls seeking comment.

" A list of checks written by

38 Studios in the last three
months shows that Corso was

tic partner, Marcus LaFond.
Corso told The Journal last
Friday that the hair salon is’
his tenant, and pays “market
rent.”

The remains of 38 Studios
are now in the hands of Jeof-
frey L. Burtch, a court-ap-
pointed trustee in Wilming-
ton, Del., with the authority to
liquidate any assets and dis-
tribute any proceeds among
creditors. A meeting of credi-
tors is scheduled for July 10.

" As a secured creditor,
Rhode Island is at the front of
the line. But the list of credi-.
tors is long — 17 pages of sin-
gle-spaced names, from Ac-
tion Pest Control, in Acton,
Mass., to Yellow Cab, in Cran-
ston — and the assets few.
The company does not expect
unsecured creditors to receive

" any money.

38 Studios’ bankruptcy
lawyer, Laura Davis Jones of
Wilmington, reported being
paid $36,000 in connection
with Thursday’s filing. |

The only intellectual prop-
erty awarded a dollar value in
38 Studios’ bankruptcy filing
is its Helios platform for its
computer games, valued at
$3.75 million.

.- Jonathan Savage, a corpo-
rate and bankruptcy lawyer
who has been advising Gover-
nor Chafee, said that he has

Jog)
helped develop the storylines
for Schilling’s sword-and-sor-
cery games. :

While Schilling didn’t draw
a salary as 38 Studios’ found-
er, chairman and “executive
visionary,” . he' was paid
$16,454 in medical and dental
benefits in the past year, and
$39,424 in travel expenses,
bankruptcy documents show.

Unlike a Chapter 11 bank-
ruptcy, in which a company
tries to reorganize its financ-
es, Chapter 7 means “there’s

not even a whimsical
chance of reorganizing the
business,” said Jack Williams,
a professor at Georgia State
University’s College of Law.

Unsecured creditors are of-
ten the people and companies
who have provided goods and
services to a firm, Williams
said — window washers, cof-
fee sellers and others.

“Often, the people in the
least position to absorb it find -
themselves in a very difficult
position.”

With staff reports from An-
dy Smith, Lynn Arditi and
Paul Grimaldi

mstanton@providencejournal.com
(401) 277-7724
kbramson@providencejournal.com
(401) 277-7470,
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L - at two loans
o n%wm,m_..
. ByMIKE

" Federal law-e;

Police, FBI

{
|

RI su

£ Rhode Ewum.maﬁm -
: are looking .

made mm&% :

to moBqumm

affiliated with

ovidence lawyer Michael
Corso; a’ broker in film-tax
credits and 3 friend of House

, mvmm_mm_.,m.oag Fox,

STANTON
._ocwzﬁmgssﬁw

Subpoenas' have gori out in

~ 2010

.. Gorso, who represented 38
Studios, Arranged a piyota]
eeting between Schil.
ling and Fox that led legis]a.:

-tive leaders to adqg $75 mil- -

 the 38 mE&Om,Eﬁmn.mmﬂob. Liontoa $50- illion job-guar-

. Bank Rhode Island, which antee loan Program that wag
loaned $8.5 million early this_ -approved by the General As-
year to help Cyrt Schilling’s sembly -that year.: The EDC
g&.vﬁf&wﬁ ».ﬁ&mb&gmg ! subsequently sold ‘$75 mi].

V. ‘stay* afloat, “cop. - lion in »mkﬁm%ﬂ..@smnmbﬂmmn

 cords last Friday,

“We have a

at it re-... bonds to .
 Rhode Island, with the prom--
~ ise of Creating 450 ‘well-pay-
e he deadline, and -

we'll ‘meet that deadline,”- -
© . says Mark Meiklgjohn, Ppresi-

dent and CEO of Bank RT.

The Rhode"

Bank RI made ear}

- “We’re fully noovmwmnbm.ﬂ;. N

. Island Eco-
Romic Developmert Corpo-  naj story

ration, which sold $75 million

bring 38 Studios to”

Ing jobs and: Sparking a clys-

-ter of video-game Companijes

Ew_,.o&nmuom.m Knowledge
District, vos L

The Bank ‘Rr loans; re.-
vealed in 3 wnoﬁnmﬁnmhotﬂ
on June 1, were s¢. .
cured by $14.3 million in an-

10, ticipated Rhode Island fiim.

ording to

Jonathan Savage, the EDC’s' -

lawyer. ‘ o

- The Rhode Islang State’

Police ‘and: the FBI ‘are

" looking at two loans ‘that
y this year

: ©-Tovidence.  tax credits
" - in2010, m_moﬁwmom?mmmwmmww. B

al mcgownw,m.nnm% request-
- ing records, ace

_ that 38 Studios
had mwv.mma forbut ultimately

" ‘never received, As added col-
the ex-Bos.

lateral, Schilling,
ton Red Sox star and founder
of 38 Studios, Put up his per-
sonal oo:wonob.oﬁ 3,200 gold |

Coins, valued at up to $55
he loaned the.

million,
‘Corso says

“ Rhode Island

‘Rhode Island, to
health Emﬁmu.m,mﬂmﬂm tax lia- - ‘
’ o -forU.S, %oam%wmﬂmﬂm.. Ne-

. ployees F.ﬁronm

$115

cently that alon,
illing, is liable 1o repay .
. theloans, .

 credits

. money to 38 Studios to allevi-

ate ‘a cash crunch. Had 38

Studios received the taxcred-
ts, for which it

had receiveq
initial certification” from the
Film & Televi-
sion Office, Cofsg had a deal

reduce the

bility, - ‘
. But . Governor - Chafee

- balked at, issuing the tax
credits after 38 Studios?: fi. -

Dlancial troubles emerged i :
- May: THe: company  subse-

quently laid off iy 400 em-

Maryland ., anq declared
bankruptcy ‘a5t week, the .

‘Same day lay. enforcement.”

confirmed its probe, leaving
taxpayers 1
niillion. in State-backed
bonds and Interest payments .

Corso told The Journal re-
he, along with
.MQE_:.EW...
The initia] $1.5-mil-
in January wag ge.

‘vestigating

, Q,mnbnnn
Island and -

" “by mieans.of false
_ lent ‘Pretenses, ‘Tépresenta-
on' the hook for,", tion /

1. requests
g\.mabmmam%

,Oo.r Steven G, O’Donneli,
_Superintendent of- the state
‘police, said last weel thay his

agency, along with the FBJ,
U.S. Attorney and Rhode Is-

o o o

land attorney general, are jn.

“activities that

have recentl;

Bank Rl Ioans, - ‘ v
“Jim Martin, a spokesman

day.

* The .mmmmn&.,omnﬁum_ stat:
ute for bank n.m:m.mﬁwﬂm,m that

itisa crime to obtain money
from 'a" financia] institution
or fraudu-

tions or Promises.” .

- :38 Studios’ nocl.wbwom:ﬂ...

ed bankruptey trustee in De].

Corso did not

- for: comment

|

. :..ﬂm=~o:®n3<ﬁm_._o&.oc..=m_.3=._
o . (401) 277-7724

night regarding .
Whether he, t0o, has received -
. ,mmcg,o.auw» Co .

come o light at
38 Studios,” including the .

-ronha, ,wou?‘BmA last week .
 that his office js working with

the state police and FBI. He
i comment Wednes.

. mSE,m,&n 1ot respond to 4

respond to
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Follow John Kostrzewa’s posts at
www. providencejournal.com/business and at
www,facebook.com/johnkostrzewa

38 Studios not the first

tailed in- clinical trials, Al-
pha-Beta filed for bankrupt-
cy and defaulted on paying
back the bonds, leaving tax-
payers on the hook.

- State officials reduced the

| taxpayers’ loss by refinanc-

ing the bonds and then sell-
ing the closed plant to the
Collaborative Group of New
York. The plant changed
hands again after Collabora-

~ tive moved out and Dow

Chemical Co. moved in, Af:
ter Dow left, Alexion, based

. in Connectlcut took over
_the facﬂxty, upgraded the

equipment and still makes
Soliris, a drug to treat a rare
blood disorder at the plant.

But the idea 1 *993 that
Alpha-Reta, backed by state
taxpayers, would become
the hub of a c'ister of bio-
tech companies

-panned ou*,

Neither did -tate officials’
plans to bring -38 Studios
here t~ form the hub of a vid-
eo-game industry. The
bankruptcy could cost tax-
payers up to $102 million to
pay back the bonds sold to
get Schilling and his compa-

- ny to move from Maynard,

Mass., to Providence.

- Not much left

of the $75 million
The bankruptcy filing by

Curt Schilling’s 38 Studios

on June 7 raised taxpayers’
questions about what’s left
from the proceeds of the $75

million ih bonds sold in 2010

to attract the video-game
company to Rhode Island.

The quick answer is not
much, Heres the break-
down: -

$47.4 million — paid to 38
‘Studios.

Rosemary Booth
Gallogly, director of the
state Department of Reve-
nue, said that money is

never

‘dered her first

$12.7 million — set aside

in a capital reserve fund for
one year of principal and in-
terest payments on the bond

if 38 Studios doesn’t make

them in 2013. .

$10.6 million — set aside
ina capxtal interest account
to make mterest-only pay-
ments on the bonds in 2011
and 2012,

$2.1 million — placed in a

reserve fund to guarantee

lease payments at 38 Studios
offices at One Empire Plaza
in Providence. The status of
that money is unclear be-
cause in its bankruptcy fil-
ing, 38 Studios said it had a
liability of $10 million m
leasé payments.

$2.2 million — paid in fees
for bond underwriters- and
.awyers bond
trul. ‘e fees and analytlcal
services.

Judge overseeing

liquidation a sailor

Judge Mary F. Walrath
hasbeen assigned to preside
over the liquidation of 38
Studios and three affiliated

. companies that Curt Schil-

ling set up to operate a vid-
€eo-game enterprise from
Providence but later went
bankrupt.

Walrath will oversee the
case from U.S. Bankruptcy
Court for the District of Del-
aware, but at least in one re-
gard she has something in
common with many Rhode
Islanders — she’s a sailor.

Walrath started out sail-

ing as a young girl vacation-’

ing with her family in New
Jersey, She reportedly or-
sailboat
through the Sears mail-or-
der catalog and over the
years developed her skills to
sail to the British Virgin Is-
lands and the Baltic. -

msurance .

dergraduate degree from
Princeton’ University and
her law degree from Villano-
va University. .

- 38 Studios and the affili-
ates filed for Chapter 7 un-
der the bankruptcy code. A
creditors’ hearing in. Dela-
ware is scheduled for July
10. .

Schiﬂing mum on his
plans for future

What does a 45-year-old

future Hall of Famer with

three World Series rings do
after he runs his first, big

business enterprise . into
bankruptcy? '

Who knows.

- Curt Schilling, the found-
er'and majority owner of 38
Studios, isn’t talking.

Since his video-game
company and three affiliates
filed for liquidation in feder-
al bankruptcy court, Schil-

ling has made no public -

comments. He hasn’t said
anything on Boston’s talk ra-
dio, where he used to sound
off regularly on political,
business or baseball issues,
or on his Facebook page.
His last Facebook posting

about 38 Studios was on .

May 25: “God Bless you and
thank you to everyone send-
ing thoughts and prayers to
the team and families of 38
Studios.”

Schilling apparently con-
tinues to do part-time work
as a baseball analyst for
ESPN’s “Baseball Tonight,”
a job he’s held since 2010.

Since the former Boston
Red Sox pitcher hung up his
spikes in March 2009 after
20 seasons, his celebrity sta-
tus and baseball career kept
him busy and in demand.

But the doors that opened
for him in the baseball and
business worlds because. of
his record on the ball field
may start to close after the
painful bankruptcies . left
hundreds out of work, an-
other empty building in

downtown Providence, an-

gry Rhode Island taxpayers
who will have to pay back
money borrowed to support
38 Studios and analysts who

" question Schilling’s busi-

Vaiiriial Iprovidencejournal.com

PEOPLE ON THE
MOVE INR.I.
Peregrine Group LLC
Mlck Hogan has joined Pere-
grine Group
LLC as direc-
tor -of busi-
ness develop-
ment, re-
sponsible for
developing
and strength-
Hogan ening - e)gtst-
ing~  client  relationships

throughout southeastern New
England. Prior to joining the
company, he was a commer-

‘cial real estate broker at Hayes

& Sherry Real Estate Services
in Providence.

Lifespan

Lifespan has named lan Hy-
att as its vice president and
chief technol-
.ogy officer.
He will focus
on enhancing
7| Lifespan’s
'| technical in-
frastructure
and incorpo-
rate the orga-

Hyatt
nization’s technology ' vision
‘with its business imperatives,
while finding ways to enhance
patient care.

. The board
of directors of
the YMCA of
Greater Prov-

Saccocclo
idence has elected Mark Sac-
coccelo as chair of the board for
the next two years. He was
previously vice chair of the
board.

" NetCenergy
" - Wayne Sallsbury has joined

NetCenergy
1 in the new
| role of service
| delivery man-
ager to rein-

client ‘satis-
_faction and

Sa |“l‘bll




